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On July 31 in La Paz, Brazilian President Jose Sarney met with his Bolivian colleague, Victor Paz
Estenssoro, in an effort to promote conclusion of negotiations on a natural gas purchase contract.
Discussions between the two governments on sales of Bolivian natural gas to the neighboring
country have been described as "difficult" and "lengthy." In the past six months, several special
missions from both nations had reportedly exhausted all technical and administrative means toward
reaching an agreement on the matter. At present, the major sticking point appears to be the daily
quantity of natural gas exports to Brazil: La Paz insists that the minimum amount necessary to make
a long-term agreement financially viable is 128 million cubic feet per day; Brasilia has proposed
a contract based on 105 million cubic feet per day. Both governments have requested a loan
from the World Bank for the construction of a 3,000-km. gas pipeline at a total cost of $1.5 billion.
Observers remarked Brasilia's seriousness in seeing the negotiations completed was evidenced
by the delegation accompanying Sarney to La Paz: Brazil's energy minister and the director of the
state energy conglomerate, Petrobras, as well as the governors of all four states bordering on Bolivia
(Acre, Rondonia, Mato Grosso do Norte and Mato Grosso do Sul). Brazilian interest in Bolivia's
natural gas dates back to 1974, when the presidents of both countries Ernesto Geisel and Hugo
Banzer, respectively signed a protocol declaring that the two governments would seek to negotiate
the sale of 240 million cubic feet of natural gas per day, and the construction of a development
project area along the border. Later, after the full extent of Bolivian natural gas reserves was
certified, both foreign ministries discussed a quantity of 400 million cubic feet per day. In 1984, at a
meeting of then-Bolivian President Hernan Siles and Brazilian counterpart Joao Figuereido, the two
governments agreed to negotiate a 20-year purchase contract under which Brazil would purchase
200 million cubic feet per day. This agreement came under fire by Bolivian politicians concerned
with the impact on their country's future development capabilities if the 20-year terms were locked
in. Since 1984, Brazil (read Petrobras) has demonstrated less interest in negotiating a natural gas
purchase contract with Bolivia, result of discoveries of gas reserves in Brazilian territory, as well
as competing offers by Argentina and Algeria. Meanwhile, however, interest has increased among
public officials and private sector interests from the four Brazilian states on Bolivia's border. At the
present time, Bolivian officials are anxious to finalize a deal with Brazil. 1992 marks the termination
of a long-term contract with Argentina. For the past five years, natural gas sales to Buenos Aires
have ranked as Bolivia's leading export. On an annual basis, Bolivia imports an average of $200
million in goods and services from Brazil, compared to only $15 million in exports to the neighboring
country. La Paz owes Brazil about $250 million in loans negotiated via the Paris Club. (Basic data
from AP, 07/31/88)
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